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2 KEY ECONOMIC INDICATORS 


All values in millions of U.S. 
dollars unless otherwise stated 


Exchange rate used in this table: 
Malawi Kwacha 1.00 = 


Percent 


INCOME, PRODUCTION , EMPLOYMENT 
Population in millions 
GNP at current prices 
Per Capita GNP (% per year) 
GDP at current prices 
GDP at constant (1964) prices 
Per Capita GDP, constant prices 
(J per year) 
Investment on New Interprises 
Index of manufacturing output 
(1970 = 100) 
ESCOM output in Millions of KWH 
Agricultural export values 
Tobacco 
Peanuts 
Sugar 
Corn 
Rice 
Average annual wage (g per worker) 
Employment in wage sector 
(thousands of workers) 


MONEY AND PRICES 
Money supply 
Quasi money (private holdings) 
Public external debt outstanding 
Debt Service as percent of 
domestic exports 
Interest rates (commercial 
bank prime lending) 
Price index (1964 = 100) 


BALANCE OF PAYMENTS AND TRADE 

Gold and foreign exchange reserves 

Balance of payments (changes in 
foreign reserves 

Balance of trade 


1972 


4.7 
446 
94.8 


40 
18.4 
13722 


13.4% 
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1973 


4.8 
511 
106.4 
51467 
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Change 
1972-1973 


2.5% 
14.6% 
12.2% 
14.8% 

8% 


218% 


20 5% 
12% 


207% 
13.9% 
-5 9% 
500% 
144% 
138% 
—6 8% 


13.2% 
33.3% 
29% 
i 
N.A. 
1% 


99.1% 


N.A. 
10 6% 


Average Annual 
Growth Rate 
1971-1973 


2.5% 
13.6% 
11.5% 
13.1% 

79% 


5 8% 
30% 


15 23% 


16% 


18.8% 
12.6% 
5 5% 
260% 
182% 
78% 
-4 01% 


11.8% 


NM MP NP 
— (Ww os 
. 

\O Mr’.\O 
SBABABA 


z 
c= 


NA. 
6.9% 
58.9% 
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pources ¢ 


1974 Economic Report (Malawi Economic Planning Division) 


1973 Economic and Financial Review (Reserve Bank of Malawi) 


Monthly Statistical Bulletin (Malawi National Statistical Office) 





KEY ECONOMIC INDICATORS 


Percent 
Change 
1971 1972 1973 1972-1973 


BALANCE OF PAYMENTS AND TRADE (Cont'd) 


Exports —— (FOB) 
to UeK. 
to Rhodesia 
to Zambia 
to U.sA. 
to South Africa 
to Netherlands 
to Ireland 
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Imports — (CIF) 
from UeKe 
from South Africa 
from Rhodesia 
from Japan 
from Zambia 
from Germany 
from U.S.A. 
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34.8% 


Main Imports from the U.S. in 1973: Agricultural tractors and parts (J.2 m); 
clothing and textiles (J.1 m); road construction machinery (¥.06 m); organic 
chemicals ($.05 m); aircraft parts (¥.03 m). 


SUMMARY 


Agriculture did well in 1973 so the Malawi economy had another good year with an 
8% growth (figured in real terms). 


Malawi's small import-—substitutive industrial sector increased in investment and 
production. Of special interest was the Government's decision to embark immediately 
on an export-oriented pulpwood industry. 


The strongest negative note was potential rather than actual in early 1974—that 
being the uncertainty associated with rising import prices, especially of petroleum— 
based products, and their unknown impact on future economic performance. 


With Malawi's exports to the U.S. growing rapidly, American exporters need to 
pursue sales opportunities in Malawi more avidly and thereby bring their share of 
the market into a more favorable position. At the same time American companies 
should be looking at increasingly attractive investment opportunities. 





4 
CURRENT ECONOMIC SITUATION AND TRENDS 


Good overall growth rates characterized 1973, furthering the trends 

of the previous two years. GDP was up 14.8% to $515 million at current 
prices and up 8% to $368 in terms of constant 1964 prices. This 
continued the average growth in real terms at 7% since independence in 
1964. World inflationary conditions were reflected in Malawi by an 
increase in the inflation rate from 1972's low A% to approviwete iy 8% 
in 1973. 


No new or increased taxes were found necessary or desirable by the 
Malawi Government for the third fiscal year in succession at *hs 
revenue account has accumulated a surplus of $1.9 million over the last 


two years. 


There was an impressive balance of payments surplus of $32.8 million 
in calendar 1973 which was mostly due to a large capital inflow and 
with an assist from a $5 million decrease in the trade deficit. 


The good balance of payments performance was a boon to foreign exchange 
reserves which rose to $67.3 million by the end of December. This was 
nearly double the reserves a year earlier and provided cover for half 
a year's imports. 


Employment in the wage sector increased more rapidly than normal in 
1973 (some 13%) causing a drop in the average wage. A government wage 


increase of 6% in November, which triggered the first general wage 
increase in seven years, came too late in the year to have much impact 
on the annual statistics. 


Agriculture Continues in Key Role 


Although agriculture continued to dominate the economy, it did not 
make a spectacular leap in 1973. Due to erratic rainfall and usage of 
fertilizer 20% below the previous year, the agricultural sector grew 
by only 2% and its contribution to GDP declined from 49% to 46%. 


The most noticeable change in cash agriculture was the rise in impor— 
tance of rice and sugar. A rice development effort near Lake Malawi 
is beginning to make an impact and sugar production at the irrigated 
SUCOMA estate in the lower Shire River Valley climbed from 40,000 to 
nearly 60,000 tons, some over 15,000 of which went to the U.5. 


Meanwhile poor rainfall in the lower Shire Valley cut into cotton 
production (which dropped 24%) so that Malawi was not able to capita- 
lize on high world cotton prices. Production and exports were the 
lowest in five years. In addition, the local textile industry has 
been taking an increasingly higher proportion of the crop each year. 





Tobacco, which is produced both on estates and by smallholders, 
continued its strong performance and accounted for 44% of total Malawi 
exports. 


On the whole, Malawi had much better weather for agriculture in 1973 
than did most neighboring countries. Therefore exports of corn, the 
staple crop for small farmers, made a sharp rise of 144%; however, 
Since nearly all of the corm is grown for subsistance purposes and 
the surplus available for cash sale varies greatly from year to year, 
no long-term export trend can be predicted. 


A rather severe domestic shortage of beef and consequently of other 
meats occurred in late 1973 and early 1974 due to an outbreak of Foot 
and Mouth Disease in the South which restricted the movement of live- 
stock. The outbreak was controlled and the situation has now 
corrected itself however. 


New dairies in both Blantyre and Lilongwe went into operation during 


19736 


Although smallholders exported slightly more in 1973 than in 1972, 
growth did not keep pace with estate crops, and consequently their 
share of exports fell to less than 50% of the total. In the two 
previous years they had been improving their position steadily. The 
falloff in 1973 was probably due to the fact that erratic rainfall 
affected crops in which they specialize, such as peanuts and cotton, 
more than it did tobacco and tea. 


The 1974 outlook for the major agricultural crops looks very encourag— 
ing. After eleven weeks of the 1974 tobacco auctions, the total value 
of sales is 23% ahead of the same period in 1973 even with 5% less 
volume, and the value of first quarter tea exports is 66% ahead of 

the previous year. Themqality of Malawi tea has steadily improved to 
the point that an average 1427 tons of made tea is produced per acre, 
a quite high standard compared to most of the competitor countries. 

In addition, the wet cool 1974 weather appears to be especially good 
for tea. 


Record Development Expenditures Planned _in 1974 


Expenditures on development in 1973-74 (April 1 through March 31) were 
$41.3 million; $59.8 million is planned for 1974+75 which will be a 
record total. Under a three year rolling investment program a total 
of $171 million expenditures are planned for the three fiscal years 
beginning in 1974, 82% of which will have to come from foreign sources. 
Of the total, 23% will go into agriculture, 34% into transportation, 
5% in electric power development, and 4% to the new capital city. 
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Malawits high priority on raising the output of the average small 
farmer is readily seen in the integrated land development projects. 
There are currently four area agricultural development projects in 
progress and plans are underway to extend the proven techniques out 
from these nuclei. The World Bank often points to the Lilongwe Land 
Development Project and the Shire Valley Project as models with their 
emphasis on improved cash crops, demonstration of techniques, marketing 
assistance and facilities for credit. 


Foreign Trade Trends 


Although Malawi's exports, with an impressive 23% growth, grew much 
more rapidly than its imports in 1973, export prices rose by only 11% 
compared to an import price rise of 17.6%. Thus the worsening terms 
of trade kept the trade balance from improving more than 10%, which 
nevertheless was a considerable accomplishment. 


The frustrating terms of trade situation was also due in part to cur- 
rency fluctuations during the year which mostly worked against Malawi's 
interests. Based on 1970 values at 100, the terms of trade index fell 
in 1973 to 84.8, the lowest since 1967. To give itself more flexibility 
in future periods of currency fluctuation, Malawi cut the Kwacha's rigid 
link with the Pound Sterling in November against which it has since 
appreciated slightly. 


A 10% rise in imports was entirely made up of intermediate and final 


goods, indicating for one thing that demand for consumer goods is not 
highly price elastice—-i.e., the higher prices for imports did not dis- 
Suade consumers from buying. Consumer goods accounted for 28%, inter— 
mediate goods 41%, capital goods 22%, and construction materials 8% of 
total imports. 


South Africa made the most impressive showing in increasing its share 
of Malawi imports; the 59% increase can be attributed to aggressive 
interest in the Malawi market by South African businessmen, some of 
which manufacture under license from U.S. companies. One hundred 
forty-three South African firms mounted a trade fair in Blantyre in 
November 1973. 


The most dramatic increase among the export destinations was the United 
States with a 18% addition, due mostly to the start up of sugar exports. 
The U.S. was also the third-ranking customer for Malawi tea in 1973 and 
brought some tobacco for blending purposes. 


Industrial Investment Grows 


Industry looked healthier in 1973 with increased investment (triple 
that of 1972) and a noticeable 20% rise in production. The number of 
firms licensed for manufacturing reached 200. The manufacturing 
(monetary) sector accounted for $58.3 million of GDP in 1973 compared 
to $47.2 million the previous year. Its share of GDP increased from 
10.5% in 1971 and 11.3% in 1972 to 12.8%. The value of manufactured 
exports, though still miniscule at $1.7 million, showed a 40% annual 
growth. 
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The only significant mineral exploitation was the quarrying of 156,000 
tons of limestone for cement manufacture. 


Phase I of the Tedzani hydro-electric project became operational in 
mid—1973 and contracts for Phase II were let in May 1974. Power 
production by the Electric Supply Commission of Malawi increased 12%. 


The Malawi Development Corporation has obtained financing for a 31.4 
million distribution center and industrial area for small-scale 
manufacturing at Liwonde——which is the junction of the Beira and 
Nacala railway lines and is also on the major north-south highway. 
MDC's total investment in Malawi industry at year end was up from 

$6.2 to $12.3 million, mostly by virtue of its purchase in 1973 of 
controlling interest in the Portland Cement Company. This transaction 
was financed by a loan from a U.S. commercial bank. 


After gradual expansion the capacity of Blantyre's textile mill is 
now twenty million yards of cloth annually, which supplies about two- 
thirds of demand in Malawi. 


The Malawi Carlsberg Brewery has begun a doubling of capacity to fifty 
million bottles annually, part of which will be for export. Other 
industrial projects which have recently been begun are a new grain 
mill and expansion of a plywood factory. 


Malawi's most significant industrial opportunity in the near future 

is the Viphya pulpwood project. The Viphya Pulp and Paper Corporation 
was formed in early 1974 with offices in Blantyre to coordinate plan— 
ning, financing and construction of the $200 million project which will 
involve increased acreage of timber, a pulpwood factory at Chinteche 

on Lake Malawi, and increased port and transportation facilities. The 
timber area is located on the 5500 foot elevation Viphya Plateau in 
Mzimba District. 150,000 tons of pulp annually are planned beginning 
in 1978-79. 


Good Service Sector Growth 


Generally the tertiary sector had a good year as its contribution to 
GDP grew by 30%. 


A significant part of this growth was contributed by transportation— 
which benefitted with the official closing of the Zambia-Rhodesia 
border in January 1973. For example, rail freight increased by 33% 
to va million ton=miles, and registrations of goods vehicles jumped 
by 11%. 


The long term capabilities of Malawi Railways will be greatly strengthened 
by the announced extension of the line beyond Salima 84 miles to Lilongwe 
(the new capital) during the next three to four years. This expansion 

was made possible by a $20 million loan from Canada. 
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Malaw:.Railways! lake freight and passenger service usage on Lake Malawi 
also expanded in 1973 by 13% and 22%. In addition to four freight- 
carrying vessels now in Service, another self-propelled barge will be 
added in 1974 primarily for carrying rice from Karonga south to the 

port of Chipoka.e Several more lake vessels are expected to be built by 
Malawi Railways beginning in 1974 in connection with the Viphya pulpwood 
Scheme. 


Air Malawi handled 60% more air freight at Chileka (Blantyre) Airport 
in 1973 and passenger traffic increased by 20% Its fleet consists of 
Seven aircraft. A weekly service to London was begun with a leased 
VC-10 and there is discussion of adding to the present route structure 
which consists of Zambia, Kenya, South Africa, Rhodesia, Mozambique, 
Seychelles, and Britain. 


A consultant's report recommending that a new international airport be 
built at Lilongwe was completed in recent months. However, foreign 
financing will have to be arranged before the project can begin. 


In retailing services, a quite large, modern supermarket and depart- 
ment store was opened in Blantyre in June 1974, with another to follow 
Shortly in Lilongwe, by the commercial arm of the Malawi Congress Party. 
One of the existing retail food chains had begun liquidation a few 
weeks earlier. 

The tourism potential of Malawi's mountains, mild climate and splendid 
lake are recognized by the Government. However, no comprehensive plan 


of development has yet been devised. The number of visitors (51,000 

in 1973) has increased steadily though unspectacularly as new hotels, 

a convention center, and national parks have been established; the 
countries which generate most of Malawi's tourists are Zambia, Rhodesia, 
South Africa, and Britain. A paved road servicing the major lake tou- 
rist area between Monkey Bay and Mangoche was completed early in 1974. 


IMPLICATIONS FOR MALAWI-UNITED STATES ECONOMIC RELATIONS 


Malawi's good balance of payments experience in 1973 and consequent 
build-up of reserves was very timely as the country now must face the 
the challenge of increased petroleum and other import costs. As 
Malawi only imports refined products, the percentage of price increase 
on which was not as great as for crude oil, the country has so far 
felt less impact than many others. The first few months of 1974 have 
not shown any disproportionate jump in import costs and financial 
reserves have remained constant However, a gradually worsening 
Situation may be expected as increased costs are passed on with 
increased prices on a wide range of imports. The availability and 
cost of plastics, synthetic rubber, and fertilizers especially will 
be affected. 





Thus the opportunity to capitalize on the previously—mentioned high 
prices for 1974 agricultural exports probably will be offset by rising 
import costs. Another effect may be less availability of development 
and investment funds from developed countries which are preoccupied with 
their internal economic needs. 


With the U.S. accounting for 7% of Malawi's exports and only 2% of 
imports, there is obviously opportunity for American exporters to 
penetrate more of Malawits market. The distance and unavailability 

of American companies! representatives seems to be a major handicap. 
There is also resistance in Malawi to changing traditional buying pat- 
terns. As the Commonwealth preferences on tariffs will expire in 
January 1975, this would be a favorable time for American companies to 
make agency and distributor agreements and generally step up efforts to 
sell. Agricultural, construction, transportation, and consumer goods 
(particularly such as packaged foods, clothing and appliances ) continue 
to provide the most attractive opportunities. 


As the small quantities of products sold in a small market like Malawi 
often do not interest large U.S. companies, there may be an opportunity 
for smaller manufacturers of various products to form a joint market— 
ing effort geared to service all the countries of Eastern Africa. For 
example, it may be attractive for a small U.S. auto manufacturer to 
appoint a representative in several of the fourteen or so East African 
countries which need right—hand-—drive vehicles and produce a truck and 
auto model for them. The marketing effort might then be combined with 
appliances or agricultural implements. 


Export opportunities are available for construction equipment of joint 
U.S.-Canadian origin for the previously—mentioned railway extension 
project and the Viphya pulpwood project will present major opportunities 
for exporters and investors. Malawi's recognized need for a compre— 
hensive tourism study could also present opportunities for a U.S. 
consultant and investors. 


Two major U.S. banks have recently made loans in Malawi for the first 
time which indicates a slowly growing interest in investment in the 
country. The fair and stable conditions made for foreign investors 
by the Government of Malawi have encouraged this trend. The U.S. 
Overseas Private Investment Corporation has also made an investment 
guarantee commitment in Malawi for the first time. 


An investment opportunity may also exist in Malawi's growing industry 
of canned fruits and vegetables, most of which currently are sold 
locally and exported to South Africa or Rhodesia. There is also a 
growing industry in air shipping fresh fruits and vegetables to Europe. 
The high quality and variety of tropical fruit produced in Malawi will 
likely put it on the list of countries in which U.S. firms would 
consider investing in food production facilities. 





G major force in 
the economy 


The franchise method of distribution is 
a significant part of the nation’s market- 
ing system and sales are expected to 
reach $178 billion in 1974. The Con- 
sumer Goods and Services Division, 
Bureau of Domestic Commerce, has a 
continuing program which collects and 
publishes data on franchising by key 
business sectors. 


Franchising in the Economy, 1972-74 Franchise Opportunities Handbook 
(1974-542-653/126) at $1.25 each (September 1973) at $2.20 each 
Number of establishments [] Data on 521 franchise operations 
Volume of sales Description of operations 
Employment in franchising Equity capital needed 
International operations Training provided 

Changes in ownership [] Sources of franchising information 
Data by key business sectors | Checklist for evaluating a franchise 


U.S. DEPARTMENT OF COMMERCE / Domestic and International Business Administration / Bureau of Domestic Commerce 


ORDER FORM — Please send me ___ copy(ies) of | enclose $ (check, money order, or Supt. of Documents 
["] Franchising in the Economy, 1972-74 coupons) or charge to my Deposit Account No 


(Catalog No. C57.502:F84/972-74), at $1.25 each. | ™**! Aunt § 
[_] Franchise Opportunities Handbook MAIL ORDER FORM 
(Catalog No. C57.16:973). Sept. 1973, at $2.20 each. WITH PAYMENT TO HEP GOS SF ‘SUPT. Coes. 


: Enclosed 
Name Superintendent of Documents To be mailed 


U.S. Government Printing Office seher 
i a Washington, D.C. 20402 nites 


or any U.S. Department of Coupon refund 
City State Zip code Commerce District Office Postage 


(please type or print) 


MAKE CHECK OR MONEY ORDER PAYABLE TO SUPERINTENDENT OF DOCUMENTS 


To Insure Prompt. Accurate Shipment, Place Correct Address on Mailing Label Below 


U.S. Government Printing Office 
Public Documents Department POSTAGE 
Washington, D.C. 20402 AND FEES PAID 
cee U.S. GOVERNMENT | SauER 
OFFICIAL BUSINESS PRINTING OFFICE 
Bret POBIICS ccc 375 


Return after 5 days Special Fourth Class Rate 


City, Btehe, 06. TOP GO06. ccm Book 





MANUFACTURERS... 


MARKET SHARE REPORTS 


ORDER YOUR FREE MARKET SHARE REPORTS 
CATALOG . . . TODAY! 


Name 


Addres 
74 Country Reports 
$3 each 


1,109 Commodity Reports 
$3 for 1 to 5 reports 


City, State, Mien 
a ny, Mail to: NATIONAL TECHNICAL 

INFORMATION SERVICE 

te. ” U.S. Dept. of Commerce 

TERNATIONAL Bush*S? Springfield, Virginia 22151 : 











